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THE ECONOMICS OF TRADES-UNIONISM 

BY C. REINOLD NOYES 

The success of the trades-union movement is largely due to the 
sympathetic attitude of that portion of the public, including 
many employers, which has given its tacit or active approval. 
Such public interest in the question is generally not personal or 
selfish, and the motive behind it is primarily an altruistic desire to 
see social justice done. It has seemed to the average man that 
organization is the only means to enable the employee to deal on 
an equal basis with the employer. The fact that it is primarily 
a method by which the employees, as a group and dealing through 
the employer, present their demands to society at large has been 
usually overlooked. It is my belief that popular support would 
never have been given to this movement if its real operation and 
effect had been generally understood. And if it were now realized 
what the result of continued progress along these lines would be, 
the man who now feels himself a disinterested but sympathetic 
spectator of industrial warfare would be stirred by enlightened 
selfishness to change his attitude. 

All that there is to divide among men each year is the total an- 
nual output of goods and of services. And each year all of this 
output is apportioned in various shares to every individual. The 
size of each share is normally determined by competition and 
depends upon the valuation that society, in its unconscious ap- 
praisal, places upon the services rendered by each man or by his 
property. 

There are only two ways in which the share of any individual can 
be increased. One is by taking away from others some part of 
their share. The other is by adding to the whole output. That 
is an obvious and simple truism. But when this transaction is 
converted into terms of money we are very apt to become con- 
fused and to lose sight of its fundamental simplicity. The use of 
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money does not alter the case. Each man sells his services or 
goods for money, and with the money, he buys other goods or 
services. The exchange could as well be made direct without 
the use of money. And, for the sake of clear thinking, it is well to 
ignore the conversion into money and to regard wages, divi- 
dends, etc., not as so many dollars, but as the right to buy certain 
portions of the total goods and services available, which is earned 
by the sale of other portions of the total goods and services. 

Theoretically the purpose of the trades-union movement is to 
increase the share of the total annual output which goes to labor, 
and to do it at the expense of the share which goes to capital. 
By labor is meant all workers. By capital is meant all owners of 
property. And it is well to remember that the two combined 
constitute practically the entire consuming public. So this 
division accounts for almost the whole output. Now, most 
workers sell their services, not directly to the consuming public, 
but to the owners of property. These owners, the capitalists, 
combine the workers' services with the services of their own 
machinery, buildings and materials, and then sell to the public 
the joint product. It is believed by the workers who are union- 
ized that they can by united action secure a larger share of the 
price of this joint product, which is just another way of saying 
that labor can secure through trades-unionism a part of the share 
now going to capital. 

As a matter of fact, labor does not, has not, and cannot seciure 
any of the share which goes to capital, — ^to the owners. 

That it does not and has not, is a matter of common observation. 
If such a shift of earnings had taken place there would now be 
either a lower return on or a less amoimt of capital receiving a 
return than there was before trades-unionism appeared. But 
the contrary is true in both cases. Never has there been a time 
when so many large and sudden fortunes have been made. The 
recent past has been the heyday of capital. Interest rates for in- 
vestment capital have been high and the opportunities for profit- 
able employment of fimds have been unexcelled. Moreover, the 
amoxmt of property in existence has increased so rapidly, due 
chiefly to the necessity for machinery, that the proportion of total 
capital to population has greatly increased. 

TOL. ccjaii. — ^No. 782 2 
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Prof. King, in his Wealth and Income of the People of the United 
States, estimates the quantity (money value adjusted to the 
variation in the Commodity Index) of fixed capital in industrial 
use to have risen from $105 per capita in 1870 to $412 per capita 
in 1910. 

The tables which Prof. King presents, while they are largely 
estimates, show the almost unvarying proportion of the total 
income of the people that goes for personal services. The trades- 
union movement had its beginnings in the latter part of the decade 
1860-70, and its effect has been progressively greater ever since. 
So the figures for the period 1870-1910 are quoted below. 

Wages and Salaries Interest and Profits 
1870 48.6% 43.9% 

1880 51.5% 39.6% 

1890 53.5% 38.4% 

1900 47.3% 45.0% 

1910 46.9% 43.8% 

Capital's share has been diminished 0.1% in forty years, while 
labor's share has diminished 1.7%, the difference going to land 
rent. The intermediate fluctuations are due to advance and 
decline of prices. Periods of declining prices, such as took place 
from 1875 to 1897, always increase the real wage, for wages de- 
crease less rapidly than prices. The contrary is the case in peri- 
ods of advancing prices such as occurred from 1897 to 1910. 

That no part of the share of capital can be taken from it is due 
to its short life. Capital consists of commodities for immediate 
consumption and of more permanent property for use. All of 
this permanent property wears out, is destroyed, or is used up in a 
comparatively short time. And the commodities are rapidly 
consumed. So capital must be constantly replaced. It is re- 
placed only out of savings. It is so customary to replace capital 
that such a process is usually not regarded as saving. Thus the 
re-investment of the proceeds of a "tm-nover" and the setting up 
of a depreciation fund for wear and tear are taken for granted. 
Yet both are saving, because the opportunity is offered on each 
occasion to spend instead of continuing to use the funds as capital. 
The rate of return on capital is kept down to an average of the 
necessary minimum wherever free competition exists. This 
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necessary minimum is the rate which is just sufficiently attractive 
to induce the saving of all needed capital. If the average rate 
were less than this necessary minimum, people would not save. 
They would consume their earnings instead. Then, as rapidly as 
property wore out or was consumed, the amoimt of material in 
process, the number of buildings and of machines, would diminish, 
and production, which is largely dependent upon these facilities, 
would decline. As the total output decreased, labor's share, while 
it might become a larger proportion of the whole, could not be- 
come a larger amount. The diminished share to capital would be 
entirely lost and would not go to anyone, because it would arise 
from a reduction of productivity. 

If trades-imionism has not and cannot increase the share of 
labor by decreasing the share of capital, has it used the only other 
alternative to increase its return? Has it increased the total 
output? It is again a matter of common observation that union- 
ism has had just the opposite effect. It has made the worker less, 
not more productive. There are several reasons for this. One is 
the adoption of the principle of restriction of output on the mis- 
taken theory that in this way work is made for more people. 
This common error ignores the fact that the demand for goods is 
in the aggregate insatiable. The market will always consume all 
that can be produced, provided the right things are produced. 
The only limitation upon output is the capacity of men to pro- 
duce. Unemployment is never due to the need for work being 
less, but to temporary maladjustments in the programme for the 
assortment of production. 

Again, the practice of "ca' canny", as it is called in England, of 
soldiering on the job, is widespread wherever unionism has a 
strong hold. This is partly deliberate sabotage and partly due to 
the relief of the pressure of competition among workers. Security 
in the tenure of their positions makes them neglectful and 
indolent. 

There is also a reduction of productivity due to the removal of 
all stimulation to the exercise of special effort or special ability 
through the limitation of reward to one dead level, and in some 
cases to the limitation of output to the capacity of the poorest 
worker. 
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Then there is the strike. Unionism has produced a condition 
where there is constantly a large body of workmen who are 
voluntarily idle and are restraining others from taking their 
place. 

And finally there is the shortening of hours of work. How- 
ever desirable this may have been from the standpoint of social 
welfare, there is no question that it has reduced the output of the 
worker. 

While there may be individual instances- or certain aspects in 
which unionism has tended to increase productivity, it can hardly 
be questioned that on the whole the movement has decreased the 
efiiciency and eflFort of the worker. It has, therefore, decreased, 
not increased the total output of society, and cannot, by this 
means, have increased the total share going to the workers. 

But, the reader will say, how is it then possible to account for 
the equally obvious improvement in the standard of living of 
unionized workingmen which is evident on all sides? 

The fact is that those manual workers who have been unionized 
have increased their share of the social income at the expense of 
the brain workers and the non-union hand workers. Since they 
have not increased their efficiency, and could not deprive capital 
of any of its share, the gain of the union worker has come out of 
the "white collar" man, the "scab", and the "farm-hand". 
The actual wages of the latter classes have not been lowered, but 
since the greater labor cost of the products of union labor is, and 
must be passed on to the consumer, the purchasing power of all 
wages has to this extent declined. This is also a well recognized 
fact. The skilled artisan has built up a wage scale that is actually 
higher than that received by most clerks, though if the natural 
economic law were left to work of itself, brain workers would 
generally receive higher pay than hand workers, for mental 
efficiency is scarcer than manual efficiency. The fabric of jobs, 
graded according to their natural value, has been arbitrarily up- 
set. Real justice has not been achieved. On the contrary, 
an injustice has been done. The scale of pay of different classes 
of workers is no longer based on the value of their services to the 
public. 

There is another factor which modifies this result, and which 
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makes it appear that no one has really suffered loss, but that all 
have as much as, or more than, they had before the advent of 
unionism. This is the fact that, contemporaneously with this 
movement, the total output per worker has greatly increased. 
Statistics show that in the aggregate it has more than doubled in 
forty years. It has not increased through any improvement in 
the personal efficiency or effort of the worker. Quite the con- 
trary. But it has increased on account of the addition on an 
enormous scale of the so-called "aids to labor" (machinery), 
which are in reality not aids, but mechanical substitutes for 
hiunan effort. The value of machinery and tools in use increased 
five times over from 1870 to 1910. Capital has brought this 
about by following up all advances in the arts and sciences, and 
utilizing the inventions and improvements of the age. No doubt 
the rapidity with which machinery has been adopted and im- 
proved has been enhanced by the artificial high cost of imion 
labor and the resultant pressure of competition to induce the 
substitution of cheaper machine methods. Nevertheless, this 
increase in output per worker has been secured by the action of 
capital and in spite of the hindrances imposed by labor. 

This economy of human labor has been sufficient to enable 
every class to hold its own, or even to improve somewhat its 
sta:ndard of living in the last forty years. But the gain, instead 
of being spread equally over the whole population, has gone dis- 
proportionately to unionized skilled manual labor. If there had 
been no change whatever in the wage scale of the early part of the 
nineteenth century, every part of the community would have 
been greatly benefited through the increased purchasing power 
of its wages due to the decline in costs of production from mech- 
anization. The purchasing power of the average wage has in- 
creased from $179 to $401 from 1870 to 1910. Actually, prices 
have stood still or advanced slightly while wages have been arti- 
ficially forced upward, with union wages far in the lead. The 
natural tendency would have been for wages to remain stationary 
and for prices to decline. 

This gain has gone unduly to the imionized worker. He has 
been permitted to take more than his natural share because he 
has been allowed to associate and then, with the more or less 
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willing connivance of the employer, who has acted merely as 
agent or intermediary, to dictate to society what particular price 
his type of services should receive. In individual crafts he has 
established monopolies, repugnant to both economic and com- 
mon law, and has maintained this combination in restraint of 
competition by every old device of boycott, intimidation, and 
social ostracism, and by the newer methods of the strike, collect- 
ive bargaining, picketing, etc. 

Monopoly either of capital or of labor is directly opposed to 
social justice. It is necessarily anti-social in every regard. The 
only exceptions practically necessary are those where competition 
involves a wasteful and disadvantageous duplication, and in such 
cases the monopoly must be fully controlled to avoid the develop- 
ment of its innate evils. Merely because a monopoly is estab- 
lished by those who are least fitted to serve society, and there- 
fore receive the lowest rate of return for their efforts, does not 
alter the case nor justify sympathetic consideration. It should 
never be in the power of an individual or a group to enforce de- 
mands for any specific return for its services or products. Free 
competition should be maintained by law, and any combination 
which by its extent or its methods leaves the buyer no alternative 
but to submit to dictation, should be destroyed by energetic 
prosecution. 

In the days when political power was in the hands of the court 
favorites it was they who were permitted to exercise monopolies 
at the expense of the public. Today, when the political power is 
in the hands of the masses, it is the common workingman who 
gains the power to create a monopoly undisturbed by law or 
truckling lawgivers. 

The trades-union movement has performed a real service to 
society in correcting to a large extent the evils of unrestricted 
competition among workmen. Conditions of work, involving 
the safety, health and general welfare of the worker have been 
much improved, and the shortening of hours has been for the 
most part a real social benefit. Prevention of unfair and destruc- 
tive competition among themselves is a legitimate field for com- 
binations and associations of both labor and capital, for such 
competition is never advantageous to society and can best be 
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prevented from within. Individual workmen cannot effectively 
resist bad working conditions or excessive working hours, for such 
conditions would be found nearly uniform and universal. And it 
can do no good to permit overwork even if it is voluntary on the 
part of the worker. All such practices are certain to result in 
injury to the race. The lamentable factory conditions in Eng- 
land in the eighteenth and most of the nineteenth centuries are 
doubtless to blame for the present defective physique and con- 
stitution of England's labor class. 

But while such limitations upon competition from within are 
advantageous and logical, they should never be allowed where 
they control or affect the price. Price or wage agreements, either 
direct or indirect, should be prohibited both for labor and capital. 

Nothing is more certain than that the organization of industry 
will not remain in the condition in which it now finds itself. The 
development of the situation must follow one of two courses. 

If, as many think, trades-unionism has come to stay, we may 
expect continued progress toward complete unionization of all 
workers. Then we would see the "white collar" men organizing 
and the gradual development of a complete system of caste in 
industry. The spread of unionization in England has already 
served notice of this eventuality. With the more or less complete 
organization of workers into crafts there would again be seen a 
more accurate grading of the scale of wages among all classes. 
This would not result from the free and natural adjustment of 
the scale as among all classes, through competition among work- 
ers for the most desirable positions, and through the rough 
selection by society of the fittest for each place, which occurs 
under conditions of free competition. Rather, the pay of each 
grade or group would depend upon the essential nature of the 
industry it was engaged in and the consequent vulnerability 
to strike methods, and upon the more arbitrary and artificial 
conscious valuation of the different kinds of work. But the 
result would be a return to conditions nearly identical with those 
prevailing before the power of unionism had made itself felt. 
The share of each would be more nearly equitable than it is now. 
The size of each share would be larger than before by the amount 
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of increased product resulting from the mechanization of industry. 
But it would be smaller than it would otherwise be because of the 
inefficiency resulting from absence of competition and from the 
caste system. 

The other possibility is that history wiU repeat itself, and that 
the fate of the guilds, the organizations of the masters in mediaeval 
Europe, will now be the fate of the unions, the organizations of 
the journeymen of modern times. Thus, when the unions had 
become too powerful, and therefore too autocratic and too inef- 
ficient, they would gradually be eliminated through public re- 
pression and through independent competition. 

In my opinion, the probability is that the latter development 
will be the outcome. It is possible that the turning point has al- 
ready been reached. Signs are not lacking of loss of public 
sympathy, of governmental repression, and of successful competi- 
tion by the "open shop". But in any case, when the organized 
and unorganized workers find that they as consumers are not 
gaining but are actually losing by the imionizing process; and 
when insurgents perceive the extraordinary opportunity for 
profit both to the worker and to the owner that exists in the high 
labor cost established under union conditions; then both repres- 
sion and competition may be expected to do their work. 

Scientific methods of grading and measuring work and human 
methods of stimulating and inspiring the worker will produce so 
much better results for both consumer and worker that it is 
hardly any wonder that union leaders see the handwriting on the 
wall and read the fate of their propaganda in the internal and 
volimtary reforms in industrial organization. 

Scientific management and employment management, with all 
that these new movements are understood to include, both in 
purpose and method, will secure as near real social justice for the 
workers as is humanly possible at our present stage of progress. 
In spite of its plausible catch-words, unionism is anti-social. 
Collective bargaining and the closed shop are but names for 
monopoly and price dictation, which affect not the employer but 
society at large. "Ca' canny" is simply cheating. No good 
purpose can be achieved by evil means. 

C. Reinold Noyes. 



